
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

THE APPLICATION OF POTTER WATER SERVICE ) 
FOR A RATE ADJUSTMENT PURSUANT TO THE ) 
ALTERNATIVE RATE FILINQ PROCEDURE FOR ) CASE NO. 92-540 
SMALL UTILITIES ) 

On Docombor 7, 1992, Pottor Water Servlce ("Potter") fllod an 

appl.1catlon fo r  Commleelon approval to lnoreaae the water ratem 

chargod lto roeldontlal customera. Potter's proposed rate increase 

would generato sdditiOn81 annual revenues oP $16,040, an inoream 
oP 38 porcont. A motion Por interventlon was filed on December 28, 

1992 by tho Lower Plgeon Community Development, Inc. ("Lower 

Plgeon") on bohalf of Pottorla resldOntl81 customers. 

On Auguat 18 and 19 and Docombor 28, 1992, Commission StaPf 

conducted a Pleld revlow oP Pottor's 1991 teat-year financial 

recordo. Baaed upon this review, Commieston Staff lesued a report 

on February 19, 1993 recommendlng that Potter be granted an 

lncroase ln roaldontial ratea euPPlclent to produce a $951 Lncrease 

fn annual operatlng revenuea. 

By Order dated February 19, 1993, the Commission advised 

Potter that comments on the Staff Report or a request for publlc 

hearlng must be oubmltted no later than March 8 ,  1993, or t h i n  came 

would stand oubmitted to the Commleelon for declalon. On March 8,  

1993, t h e  Commlsslon received a request from Potter Por an 

extenelon of? time untll April I, 1993, whlch the Commhrion 



granted. 

oonfornnce wan Plled by Lowor Pigoon. 

Addltlonally, on Marah 0, 1993, a requeot for an lnformrl 

On Marah 23, 1993, Potter Cllod Its wrltten rorponro to the 

BtafC Report. In ita rosponso, Potter propoeod to modlfy itr 

appllcatlon by now roquontlng a rate ahange Cor lte one commoroirl 

customor, Mothor Nature Natural Bprlng Water, Ina. ('oMothar 

Nature"), a water bottllng operatlon. Potter'r proporal ir that 
Mothor Nature, whoeo exletlng rata lnoludor no mlnlmum blll, bo 

chargod a rnlnlmum monthly blll oC $3,400. An informal aonforence 

waa hold on April 0, 1993 a t  the Commlsalon's ofCLcoa In Franktort, 
Kentucky. Pottnr and Mothor Nature attended whllo Lower Pigoon 

partlolpatod talophonlcally. Tho partlalpantr f l h d  addltlonal 

cornmanta by Apri l  22, 1993, and Mother Nature 8100 fllsd r motion 

Eor lntorventlon, whlch was granted by our Aprll 26, 1993 Ordor.  

REVENUE REQUIREMENTB, RATEB AND TARIFF IBBUEB 

'I'ho Commlsslon will accept tho recommondatlonr lncludod ln the 

BtaCP Report and Clnds Pottor'a annunl revenue requlromentr to be 

$4Zr95G barrod on a 1991 toat yoar. Also bared on the 1991 test 

year,  tho Commleelon flnde that resldentlal rates should be 

lncraaeed to the love1 recommondod by Commlrrlon Btaff. 

In racognltlon of tho decllnlng usage of Mother Natura 

boqlnnlng thn latter part of tho test yoar and contlnulng to the 

present, wo find that nom0 change In the rate charged Mothor Naturo 

1~ approprlata, Tho Commlsrrlon has rovlewed Pottor'. proporod rat. 

for Mother Nature conmisting of (I $3r500 monthly mlnlmum blll for 

umgo up to 4GG,GG7 gallons. We have 8100 revlowed Mothor Nrturo'r 
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0 0 1 1 n t ~ r  propoDal whloh lnOludeii a monthly minimum usage of 60,000 

gallans at Its aurrent rate of gll.50 per thousand gallons. In 

rovlewlng these two proposals, the Commission's foremost concarne 

wore allowing Potter an opportunlty to meet it a  revenue neodr vhllo 

astab1,lshlng Calr and equitable rates for Mother Nature 0nd any 

futuro water b a t t l e r s . '  The Cornmiasion also consldered the concern 

eXpreMEed by Potter that its water supply could not accomodate two 

Cirily operative commercial water bottlers. 

Jlavlng considered all these matters, the Commission haa 

dotormlned thnt two difterent tariffs, and rates, should be 

eetabllshed for Potter's water bottling cuatomere. One tariff i m  

paLteened a t t a r  Potter's proposal and the other mlrrors Mother 

Nature's coiinter proposal. The tarief patterned after Potter's 

proposal I+? designatad Large Water Bottler Rate, while the tariff 

basad on Mother Nature's counter proposal is designated Small Water 

nottlar Rate. Roth tariPPs, which are EUb)eCt to interruption, are 

e e t  out In the attaahed AppendlX. 
The Largo Watsr Rottler Rate includes A monthly minimum bill 

O f  02,137.50 based on 8 rate OP $9.50 per thousand gallons for the 

Llrst 225,000 gallons. All addltional water ueago will be bllled 

8t $9.00  per thousand gallone. This monthly minimum bill will 

generate 925 ,650  annually, the approximate adjusted revenue level 

gensratad from sales to Mother Naturo durlng the 1991 test year. 

I Pottor lndlcated, ln its comments filed April 22, 1993 and at 
the A r l l  8 ,  1993 Informal conference, that another water 
hottl f ,  ng customrtr mlght take eervice from Potter. 
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This level of revenue, combined with the revanue from reaidential 

sales, will meet Potter's annual revenue requirement of $47 ,956 ,  

assuming Mother Nature opts to be served on thie tariff, which it, 

or any other water bottling customer, can do by entering into a 12- 

month contract with Potter. Mother Nature or any other water 

bottling cumtomer which does not enter such a contract will be 

served under the Small Water Bottler Rate. 

The Small Water Bottler Rate includes a monthly minimum bill 

of $690 based on a rate of $11.50 per thousand gallons for the 

first G0,OOO gallons. Additional water usage will be billed at a 

rate of $12.00 per thousand gallons. Although patterned after 

Mother Nature'm proposal, this tariff would be available to any 

water bottling customer which chooses not to contract for service 

on the Large Water Bottler Rate. I f  Mother Nature opte for the 

Small Water Bottler Rate and maintains its current urago levelr 

revenue from existing customers will not be sufficient to meet 

Potter's revenue requirement, Thin is a business riEk Potterr or 

any utility, faces when it relies so heavily on one customer for a 

majority of ito revenues. It is not the Commission's obligation to 

insulate Potter by shifting this risk to its customers. 

The tariffo we now establish will allow Mother Nature to 

choose the rate it pays for water. At its current usage levelr the 

Small Water Bottling Tariff is the more economically attractive 

rater although that tariff provides an economic incentive not to 

exceed the G0,OOO gallons minimum. I f  Mother Nature chooses the 

Small Water Bottler Rate, there should be amplc opportunity for 
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Potter to add a second wator bottling customer to ita system. 

Sarvico to Mother Nature, or other potential water bottling 

customero, may be interrupted or curtailed when supply shortages 

might jeopardlzo nervlco to Potter'a resldentlal customers or when 

tho water bottllng customers' combined demand exceods Potter's 

capnclty to meet such demand. Such lnterruption or curtailment 

must be imposed i n  a f a i r  and equitable manner! there ann be no 

preference given to a particular tariff or a partlaular oustomer. 

A 1 1  water bottllng customers must receive the same quality of 

service and, in order to monitor this servlce, the Commismion wlll 

require Pottor to flle annual reports detailing such interruptions. 

These reports, whlch wlll be due at the same time as Potter's 

annual financlal report, must be prepared in conformdnce wlth 807 

KAR 5r066, Sactlon 4 ( 5 ) ,  and be signed by the affected water 

bottling customers. 

SUMMARY 

The Commlsslon, after consideration of the evldence of record 

and befng sufflclently advised, finds thatr 

1. The raten In Appendix A, attached hereto and incorporated 

hereln, are the fair, just, and reasonable Cat08 to be charged by 

Potter for oervlce rendered on and after the date of thls Order. 

2. The rates proposed by Potter would produce revenue in 

excess of that found reasonable hereln and 5hOUld be denied. 

3 .  Potter should maintain a record of all interruptions or 

curtailments of servlce to ita wdter bottling culrtomerr and should 

submit such record to the Commlesion on an annual basis. 
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IT IS THEREFORE ORDERED that: 

1. The rates in Appendix A be and they hereby are approved 

for service rendered by Potter on and after the date of this Order. 

2. The rates proposed by Potter be and they hereby are 

denied. 

3. Potter shall file an annual calendar year report of the 

interruptions or curtailments of service to its water bottling 

customers, This report shall include the information required by 

807 KAR 5:066,  Section 4 ( 5 ) ,  and shall be filed no later than 

March 31 of the following year. 

4. Within 30 days from the date of this Order, Potter shall 

file with the Commission revised tariff sheets setting out the 

rates and tariff provisions approved herein. 

5. Within 30 days from the date of this Order, Potter shall 

file with the Commission a status report identifying the water 

bottling customers being served at that date and the tariff under 

which they are being served. 

Done at Frankfort, Kentucky, this 18th day of June, 1993. 

PUBLIC SERVICE COMMISSION 

ATTEST: 



APPENDIX A 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 92-540 DATED JUNE 18, 1993 

The following rates and charges are prescribed for customers 

in the area served by Potter Water Service. All other rates and 

charges not specifically mentioned herein shall remain the same as 

those in effect under authority of this Commission prior to the 

effective date of this Order. 

RESIDENTIAL RATE 

Availability 

Company's water distribution system. 

Rates 

Available to any non-water bottling customer located on the 

First 2,000 gallons $18.14 minimum bill 

All over 2,000 gallons 

Minimum Bill 

$2.12 per thousand gallons 

The minimum bill of $18.14 shall entitle the customer to 2,000 
gallons of water. 

LARGE WATER BOTTLER RATE 

A v a i  labi 1 i ty 

Available to any water bottling customer located on the 
Company's water distribution system who signs a contract with the 
Company for service under this rate schedule. The Company reserves 
the right to interrupt or curtail service under this rate schedule 
when, in the Company's judgment, rendering the service would be 
detrimental to the Company's ability to supply water to its 
residential customers. The Company may also interrupt or Curtail 
service under this rate schedule when the Company's source of 
supply dedicated to water bottling customers is inadequate to meet 
the demand of all water bottling customers served by the Company. 
Interruptions or curtailments of service for customers served under 
this rate schedule shall be concurrent with interruptions or 



curtailments for customers served under the Company's Small Water 
Bottler rate schedule. The customer must elect annually whether it 
wishes to receive service under this rate schedule. Water bottling 
customers who do not specifically request service under this rate 
schedule will be served under the Company's Small Water Bottler 
rate schedule. 

Rates 

First 225,000 gallons $2,137.50 minimum bill 

All over 225,000 gallons $9.00 per thousand gallone 

Minimum Bill 

225,000 gallons of water. 
The minimum bill of $2,137.50 shall entitle the Customer to 

SMALL WATER BOTTLER RATE 

Availability 

Available to any water bottling customer located on the 
Company's water distribution system. The Company reserves the 
right to interrupt or curtail service under this rate schedule 
when, in the Company's judgment, rendering the service would be 
detrimental to the Company's ability to supply water to its 
residential customers. The Company may also interrupt or curtail 
service under this rate schedule when the Company's source of 
supply dedicated to water bottling customers is inadequate to meet 
the demand of all water bottling customers served by the Company. 
Interruptions or curtailments of service for customers served under 
this rate schedule shall be concurrent with interruptions or 
curtailments for customers served under the Company's Large Water 
Bottler rate schedule. 

Rates 

First 60,000 gallons $690.00 minimum bill 

All over 60,000 gallons $12.00 per thousand gallons 

Minimum Bill 

gallons of water. 
The minimum bill of $690 shall entitle the customer to 60,000 


